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Abstract

The study of effectiveness of
earning management on public

enterprises after IFRS adoption

Lee, Sang Mok
Department of Public Enterprise Policy
The Graduate School of Public Administration

Seoul National University

The Korean authorities have driven the mandatory implementation of
IFRS for listed corporations since 2011 and have gradually extended
this policy to public enterprises and quasi—governmental agencies.

It appears the possibility of an improvement in accounting
transparency is very high after the adoption of IFRS due to the key
characteristics of IFRS, “principle based standards”, “fair value
accounting”, and “consolidated F/S orientation”. However, it is not clear
whether the continuity of this result can always be seen as previous

research since this Initiative leaves accounting process to individual

management’s discretion in the form of “Principles”.
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In this report, to verify the IFRS’ effect on accounting transparency in
the public sector, I analyzed the changes of discretionary accruals of public
enterprises after IFRS adoption, looking on discretionary accruals as a proxy
of the behaviors of earnings management.

This research shows the discretionary accruals after IFRS moved in
the negative direction and the size of reduction was meaningful. In
other words, it was confirmed that there was an improvement in
accounting transparencies through reducing earnings management
after IFRS adoption.

Though there are several cases to show the effectiveness of IFRS
adoption for private corporations, it is meaningful to analyze the
variation of earnings management especially for the public enterprises
which have not been verified internally.

And in the aspect of improving accounting transparency under IFRS,
its effectiveness is proven, hence this research strongly implies the

necessity to adopt IFRS to regional public enterprises.

keywords : IFRS(International Financial Reporting Standards),
public enterprise, earning management, discretionary

accrual
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